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BACKGROUND 


• That the Council of Dannhouser Local Municipality, acting in terms of section 24 of the 

Municipal Finance Management Act, (Act 56 of 2003) approve and adopt Final Budget 

and Medium Tenn Budget Expenditure Framework as set out in the following schedules. 

• A1 Schedule municipal draft budget comprises of following tables; 

2 ^ Table A1 Budget Summary (financial Perfonnance, Capital Expenditure and cash 
sources, Financial Position and Cash Flows & Asset Management. 

2 ^ Table A2 Consolidated Budgeted Financial Performance (revenue and expenditure 
by standard classification; 

2 ^ Table A3 Consolidated Budgeted Financial Performance (revenue and expenditure 
by municipal vote); 

2 ^ Table A4 Consolidated Budgeted Financial Performance (Revenue and 
expenditure); 

2 ^ Table A5 Consolidated Budgeted Capital Expenditure by vote, standard 
classification and funding; 

2 ^ Table A6 Consolidated Budgeted Financial Position; 

Table A7 Consolidated Budgeted Cash Flows; 

2 ^ Table A8 Consolidated Cash Backed Reserves/Accumulated surplus 
reconciliation; 

2 ^ Table A9 Consolidated Asset Management; 

2 ^ Table A10 Consolidated Basic Service Delivery Measurement. 
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MAYOR’S REPORT 


Speaker, Deputy, Mayor, Chief Whip, MPAC Chair, EXCO Members and Councillors, 
Officials and members of the public. 

Basic Service Delivery has highly dependent on grant funding for our municipality. We are a 
small rural municipality and therefore were are limited in our own revenue collections. 

As a result, financial sustainability for Dannhauser Municipality is highly dependent on 
property rates collections and service charges, mainly from our Businesses and farmers. I am 
however happy to report that our businesses and fanners have shown to be supportive of our 
municipality as they have kept up with their appreciation for services by keeping up a 
payment rate of above 65%, within the National Treasury norms. 

The cash flow status of the municipality is so far positive and we anticipate it to stay positive 
throughout the financial year end being 30 June 2019. 

For the 2018/19 Financial year, I am happy to report that the municipality has received an 
Unqualified audit opinion, this is a good indication that the financial affairs of this 
municipality are fairly presented and well taken care of. 

The municipality has benefited from the National treasury programme (Finance Internship 
programme) Through this programme, 5 job opportunities were created. The aim of the 
programme is to build capacity within the budget and treasury office while creating jobs for 
our youth in Dannhauser. 

Speaker, Deputy, Mayor, Chief Whip, MPAC Chair, EXCO Members and Councillors, 
Officials and members of the public I wish to present to you an overview of the 2018/2019 
Adjustment Budget for Dannhauser Municipality. The budget and MTREF has been prepared 
as per the provisions of Finance Management Act as well as MFMA budget and reporting 
regulations. 

As I present this budget it is important to take note of the challenges that currently facing our 
country and ultimately affecting our local sphere of government which our municipality is 
part of. As a local municipality we are not immune to the challenges facing South Africa as 
well as our district 

*► Our youth is affected by Unemployment 
*► Shortage of Water 
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An ongoing quest for clean administration and governance 

Inability to fund municipal projects through internally generated revenue as I have 
mentioned the heavily reliance on grant funding for our capital projects 


Speaker in the 2018/2019 Adjustment budget, we respond to these challenges as follows: 

A capital expenditure allocation of R 83 359 000 after an upward adjustment of R 4 226 000 
from internally generated funding to boost our service delivery projects. This is an indication 
that we put into priority our main objective as a local municipality towards improving the 
lives of our community. 

Speaker in response to poverty and unemployment, the municipality has done the following 

Created jobs opportunities through the EPWP Programme 

More jobs were also created through the Municipal Intern programme 

Speaker and Council it is also important to note that the adjustment budget we are tabling 
today takes into account cost cutting measures 

Operating Budget 

The municipality’s Operationg budget for 2019/2020 is summarised as follows: 


Description 

Adjusted Budge 

Budget Year 

Budget Year 

Budget Year 


2018/19 

2019/20 

+ 1 2019/20 

+ 2 2021/22 

Revenue By Source 

R 

R 

R 

R 

Total Revenue (excluding capital 
transfers and contributions) 

126,194,000 

142,125,000 

143,546,000 

144,981,000 

Total Operating Expenditure 

125,879,000 

122,994,000 

124,224,000 

125,467,000 

Surplus (Deficit) 

94,066,000 

19,131,000 

19,322,000 

19,514,000 

Total Capital Expenditure 

82,218,000 

90,561,000 

91,467,000 

92,381,000 


More details of both operating and capital budget are reflected on the executive summary of 
the adjustment budget document. 

In a nut shell the table above shows that we are expecting a increase in revenue of at least 
R15 Million. 


Furthermore, the originally approved Budget indicates Arts and Culture allocation as R 1 035 
000 million while on the Provincial Allocation document it shows R 838 000, which means 
there is downwards adjustment. 

Capital Budget 

Table below summarises the Capital Expenditure Adjustment Budget 
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Capital expenditure & funds sources 

Capital expenditure 

i 

— i 

_ 

6Q 333 

39,682 

t 

• 

87,505! 

_ 

61,485 

9a 561 

91,467 

92381 

Transfers recognised - captal 


" 

71,303 

- 

“ j 

- 

82318 

21,766 

22778 

24,234 

Borrowng 


- 

(100) 

- 


- 

(100) 

24750 


- : 

Infernaly generated Inds 

- 

- 

- 

- 

- 

- 

- 

44,045 

68,689 

681147 

Total sources of capital funds 

1 

“ 

71,203 

- 

! 

- 

82218 

90,561 

91,467 

92381 


The table above is showing on how we increase our capital expenditure. You would 
notice that the Capital Projects approved with the adjustment Budget for Capital projects 
were R 71 million and increased to R 90 million due to the upcoming Taxi Ra nk 
Construction, Municipal Offices, Urban Roads and Electrification Projects. 

Speaker and Council, I would like to take this opportunity and express my gratitude and 
appreciate the following people: 

• The municipal Manager, Directors and staff for their input in this adjustment budget 
as presented to you. 

• Office bearers i.e. Deputy Mayor and the Speaker, Chief Whip and the MPAC chair 

• The Executive committee members; 

• All councilors who are the face of service delivery in their respective wards 

• Our rates payers for appreciating our services; and 

• The community of Dannhauser for their support and co-operation 

• 

I thank you 


HOUNORABLE COUNCILLOR 

MAYOR OL DANNHAUSER LOCAL MUNICIPALITY 


1.3 Executive Summary 


The application of sound financial management principles for the compilation of the 
municipal financial plan is essential and critical to ensure that the municipality remains 
financially viable and that municipal services are provided sustainably, economically and 
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equitably to Dannhauser community. The Municipal Business and Service Delivery priorities 
were reviewed as part of this year planning and budget process. Where appropriate, funds 
were transferred from low- to high-priority programmes so as to maintain sound financial 
management. A critical review was also undertaken of expenditures on noncore and nice to 
have" items. 

This annual budget is based on the consultation with various stakeholders including relevant 
government departments. An assessment and view of the revenue and expenditure trends 
have also been considered. The critical review is undertaken on expenditure and therefore the 
non-core and nice to have activities were eliminated with an aim to allocate more to service 
delivery, which is the core function of the municipality. 

Revenue and Expenditure projections are projected in such a way that it is consistent with 
current and past performance and it does not jeopardise the financial viability of the 
municipality (ensures that the financial position is maintained with the generally acceptable 
prudential limits and obligations can be met in short, medium and long term). The budget sets 
out certain service delivery levels and associated financial implications. 

The municipality aims to look at its Revenue enhancement strategy to optimize collection of 

debt measures. The Budget and Medium Tenn Revenue and Expenditure Framework 

(MTREF) was also prepared taking cognizance of the contents of the Local Government: 

Municipal Finance management act No 56 of 2003, circular No. 93, circular No 94 and the 

Local Government: MFMA Budget formats Guide received from National Treasury. 

The following table is a consolidated overview of the proposed 2019/20 Medium Term 
Revenue and Expenditure Framework 

Table 1 Consolidated Overview of the 2019/20 Final Budget and MTREF 


Description 

Adjusted 

Budget 

Budget Year 

Budget Year 

Budget Year 


2018/19 

2019/20 

+ 1 2019/20 

+ 2 2021/22 

Revenue By Source 

R 

R 

R 

R 

Total Revenue (excluding capital 
transfers and contributions) 

126,194,000 

142,125,000 

143,546,000 

144,981,000 

Total Operating Expenditure 

125,879,000 

122,994,000 

124,224,000 

125,467,000 

Surplus (Deficit) 

94,066,000 

19,131,000 

19,322,000 

19,514,000 

Total Capital Expenditure 

82,218,000 

90,561,000 

91,467,000 

92,381,000 


Total operating revenue has increased by 13.54 % per cent to R 142 million for the 2019/20 
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financial year when compared to the 2018/19 Adjustment Budget. Total operating 
expenditure for the 2019/20 financial year has been appropriated at R 122.9 million when 
compared to R125.8 million for the 2018/19 Adjustment Budget, operational expenditure has 
decreased by 2% in 2019/20 and for the outer years’ operating expenditure has increased by 

1% respectively. 

Capital expenditure has increased by 10% in 20 19/20 as compared to 2018/19 and the outer 
years increased by 1% respectively. 


Annual Budget Tables 
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Explanatory notes to MBRR Table A1 - Budget Summary 


1. Table A1 is a budget summary and provides a concise overview of the Municipal 
budget from all of the major financial perspectives (operating, capital expenditure, 
financial position, cash flow, and MFMA funding compliance). 

2. This table provides an overview of the amounts approved by council for operating 
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performance, resources deployed to Capital Expenditure, Financial Position, Cash and 
Funding Compliance, as well as the municipality’s commitment to eliminating basic 
service delivery backlogs. 

3. Financial management reforms emphasises the importance of the municipal budget 
being funded. This requires the simultaneous assessment of the Financial 
Performance, Financial Position and Cash Flow Budgets, along with the Capital 
Budget. The Budget Summary provides the key information in this regard: 

a. The operating surplus/deficit (after Total Expenditure) is positive over the MTREF 

b. Capital expenditure is balanced by capital funding sources, of which 

i. Transfers recognised is reflected on the Financial Performance Budget; 

ii. Borrowing is incorporated in the net cash from financing on the Cash Flow 
Budget 

iii. Internally generated funds is financed from a combination of the current operating 
surplus and accumulated cash-backed surpluses from previous years. The amount 
is incorporated in the Net cash from investing on the Cash Flow Budget. The fact 
that the municipality’s cash flow remains positive, and is improving indicates that 
the necessary cash resources are available to fund the Capital Budget. 

4. Even though the Municipality is placing great emphasis on securing the financial 
sustainability of the municipality, this is not being done at the expense of services 
delivery to the poor. 
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KZN254 Dannhauser- Table A2 Budgeted Financial Performance (revenue and expenditure by functional classification) 


Functional Classification Description 

Ref 

Ml 5/16 

2916/17 

2*17/18 

Current Year 2918/19 

201520 Mediu m Term Revenue & Expenditure 
Framework 

R thou sand 

1 

Audited 

Audited 

Audited 

Original 

Adjusted 

Ful Year 

Budget Year 
201970 

Budget Year 
♦1 202 071 

Budget Year 
♦2 202172 

Rcvrnne Functional 

Governance and administration 




97,1*4 

161,168 

110*56 


124,220 

125,462 

126,717 

Execute and counol 


- 

- 

402 

5,185 

5272 

- 

5,364 

5,418 

5,472 

Fnance and admmaraaon 


- 

- 

96,702 

155,983 

104.783 

- 

118,856 

120,044 

121,245 

Iniernalaudc 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Community andpubSc safety 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Conmjr*y and sooal services 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Sport and reaea&on 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Ribicafcy 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Hou9ng 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Health 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Economic and environmentalsenrtes 


- 

- 

24216 

5*11 

32.430 

- 

32,7*6 

33*33 

33,364 

Ranrxng and development 


- 

- 

24236 

5,011 

32,430 

- 

32,706 

33,033 

33,364 

Road wnqDort 


- 

- 

- 

- 

- 

- 

- 

- 

- 

En wonmentai protecson 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Trading services 


- 

- 

5*61 

6,138 

7,108 

- 

8,965 

9,054 

9,145 

Energy sources 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Waer management 


- 

- 


- 


- 


- 


Vlfaste wear management 


- 

- 

- 

- 

- 

- 

- 

“ 

- 

\teae management 


- 

- 

5061 

6,138 

7,108 

- 

8,965 

9,054 

9,145 

Other 

4 

_ 

_ 

- 

_ 

- 

_ 

_ 

_ 

_ 

Total Revenue • Functional 

2 

_ 

_ 

126 4 01 

172,317 

149 594 

_ 

165 891 

167550 

169 225 

Expenditure. • Functional 

Governance and administration 


~ 


67,184 

51,093 

92 890 


78,610 

79396 

80190 

Execur/e and counol 


_ 

- 

28,025 

26,412 

39,074 

- 

30,062 

30363 

30,667 

France and admmsraoon 


- 

- 

39,159 

24,681 

53815 

- 

48,547 

49,033 

49,523 

Internal audit 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Community andpubk safety 



- 

8*4 

- 

- 

- 

- 

- 

- 

Cormuwty and sooal servaoes 


_ 

- 

804 

- 

- 

- 

- 

- 

- 

Sport and reaeaeon 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Puticsrey 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Housng 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Herih 


- 

- 

- 

- 

- 

- 

- 

- 

- 

Economic and environmental services 


- 

- 

29599 

21,196 

2*684 

- 

33,583 

33*18 

34,257 

Rannrg and development 


- 

- 

29996 

21,196 

20,664 

- 

33,583 

33918 

34,257 

Road wn®ort 



- 

- 

- 

- 

- 

- 

- 

- 

En wonmental prooeaon 


- 

- 

3 

- 

- 

- 

- 

- 

- 

Trading services 


- 

- 

12,693 

5,962 

12 3M 

- 

12,9*2 

13*31 

13,162 

Energy sources 


- 

- 

- 

- 


- 

- 


- 

Watr management 


- 

- 

- 

- 

69 

- 

- 

- 

- 

Yto ae vecer management 


- 

- 

- 

- 

- 

- 




Was* management 


- 

- 

12,693 

5,962 

12257 

- 

12,902 

13,031 

13,162 

Other 

4 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

_ 

Total Expenditure - Functional 

3 

_ 

_ 

11068* 

78,251 

125 8 79 

_ 

125*94 

126 3 45 

127 609 



_ 

- 

_!SI2L 

_ 


- 

40 796 

_ 412M_ 



Explanatory notes to MBRR Table A2 - Budgeted Financial Performance (revenue and 
expenditure by standard classification) 

1. Table A2 is a view of the budgeted financial performance in relation to revenue and 
expenditure per standard classification. The modified GFS standard classification 
divides the municipal services into 15 functional areas. Municipal revenue, operating 
expenditure and capital expenditure are then classified in terms if each of these 
functional areas which enables the National Treasury to compile „whole of 
government" reports. 

2. Note the Total Revenue on this table includes capital revenues (Transfers recognised 
- capital) and so does not balance to the operating revenue shown on Table A4. 
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3. Note that as a general principle the revenues for the operational services (e.g. property 
rates) should exceed their expenditures, but not the Waste management function. 

4. Other functions that show a deficit between revenue and expenditure are being 
financed from rates revenues and other revenue sources. 


K2TCS4 Darnhauser - Table A3 Budgeted Financial Performance (revenue and expenditure by nxmicipal vote) 


Vote Descnpecn 


201196 

T 

1 

20W17 

T 

1 

2017/18 

Current Year 201899 

2019*20 f.torm Term H ever* jc & txperdeure 

Framvcrt 

R thousand 


/udeod 

f 

A-id*.od 

f 

Acrieod 

onond 1 

AJ uataa | Ful Year 

Budget Year | Bjdgct Year i 

BaCgct Year 

1 

Outdoor 


Outdoor 


Outdoor 

B»3o« 

BoOoct ForecaeK 

20192D 

♦1 200171 

♦2 2001 £2 


. 1 1 


T 


T 



I 

-r~ 

- r 


Vote 1 MOTOR COUNCIL 

1 1 





0 

S18B. 

S18B. 

S3M. 

5418 , 

5472 

Vta»2 KJMKMRESOURCES 

1 1 





46 


1042 

1042 

1053 

1063 

Vat 3 BLOQET AND TRE/GURY OFFICES 

1 


I 


I 

966S7 

156983 | 

103741 | 

117814 | 

118990 | 

*20182 

Vat4 PROlICT VmaCENCSTLNT 

1 





24236 

son 

22430 

22706 

23033 

23364 

VatS SCCX* VWSTI RTVCV74 

1 


1 


1 

S061 

613B 1 

7.10B 1 

8966 1 

9054 1 

9146 

\fcto6 PCUCE FORCES 








- . 




Vat 7 M NCPA MV4ATE F TCVN SECRETARY 


1 


1 

4CB 


_ 1 

_ 1 


Vat 8 r\4 

Vat 9 rxi 

Vat 10 ni 

Vat 11 raj 

Vat 12 ni 

Vat 13 nJ 

Vat 14 ni 

Vat IS ni 

1 


1 

1 

1 

1 

1 


1 

1 

1 

1 

1 


1 1 

1 1 

1 1 

1 1 
; i 
-1 

1 1 

1 1 
: i 
-1 
1 1 



- 

1 

- 

it 

■TTl 

mmcTTrm 

*4>*y>41 

165891 i 

167 550. 

1(9226 

E*per*ClOirc tr/ Vote to lx Appropriated 

1 1, 











Vat 1 MOTOR MSDOOUNOL 

1 1 

- 

1 


1 

20791 

18349 • 

28 576 1 

22664* 

22891 * 

23119 

Vat 2 HJMfel RESOURCES 

1 


| 


| 

11890 

S099 | 

112281 

130121 

13142 | 

13774 

Vat 3 BLOQET AND TRE/GURY OFFICES 

1 





77.770 

19583 

42487 

35536 

35890 

36249 

Vat 4 TOOlECT MV^GENCNT uwt 

1 


1 


1 

29942 


2Q6M 1 

235831 

339181 

34257 

VatS SCLOWBSTE REXCVAL 

1 . 





13300 

'TJ 

122S7. 

12900 ■ 

13 cm. 

13162 

Vat 6 PCUCE FORCES 






SB 


- 1 




Vat 7 l.LMCFAL MANAGER TCVN SECRETARY »V41 


I 

- 

1 

7.734 


104981 

7 398 | 

74721 

7547 

VatS rxi 

Vat 9 rxi 

Vat 10 rxi 

Vat 11 rxi 

Vat 12 nJ 

Vat 13 ni 

Vat 14 rxi 

Vat IS rxi 

; 


1 

1 

1 

1 

i 


1 

1 

i 

1 

i 


1 

- 1 
: i 

1 1 
: i 

1 1 
-1 

1 1 
: i 

* i 


Toed t*pcndxjrc Oy Vote 


- 


- 


11Q68D 

78251 ' 

125810 

125094’ 

125346' 

127.609 

Defter) tor tfc jeor 


- 

-L 

- 

1 

11721 

94066| 

23 /Ml 

43796| 

412041 

41.616 


Explanatory notes to MBRR Table A3 - Budgeted Financial Performance (revenue and 
expenditure by municipal vote) 

1. Table A3 is a view of the budgeted financial perfonnance in relation to the revenue 
and expenditure per municipal vote. This table facilitates the view of the budgeted 
operating performance in relation to the organisational structure of the municipality. 
This means it is possible to present the operating surplus or deficit of a vote. 
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Explanatory notes to Table A4 
expenditure) 


- Budgeted Financial Performance (revenue and 


1. Total operating revenue budget for 2019/20 to 2021/22 has increased from R126 
million to R144,9 million, of which own revenue represent R36.6 million to R39.4 
million which is translated to an average of 5 percent increase over the years. 

2. Revenue generated from property rates amounted to R28 million in the 2019/20 
financial year which represents 20 percent of the total operating revenue basket of the 
municipal and therefore remains a significant funding source for the municipality and 
increases to R28.4 million by 2029/21 and R28.7 Million in 2021/22. 

3. Operating grants and transfers including Local Government Equitable Share totals 
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R95.5 million in the 2019/20 financial year and steadily increases to R97.4 million by 
4. 2021/22. Grants receipts from National Government are increasing slightly over the 
MTREF by 0,04% percent and by 1 percent in 2020/21 and 2021/21 respectively. 
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Explanatory notes to Table A5 - Budgeted Capital Expenditure by vote, standard 
classification and funding source. 

1. Table A5 is a breakdown of the capital programme in relation to capital expenditure 
by municipal vote (single-year appropriations); capital expenditure by standard 
classification; and the funding sources necessary to fund the capital budget, including 
information on capital transfers from national and provincial departments. 

2. The MFMA provides that a municipality may approve multi-year or single-year 
capital budget appropriations. 

3. Single-year capital expenditure has been appropriated at R90.5 million for the 
2019/20 financial year and increase by R906 thousand and R906 thousand for the 
outer years. 

4. Unlike multi-year capital appropriations, single-year appropriations relate to 
expenditure that will be incurred in the specific budget year such Roads, 
Electrification, Municipal Offices, Community Halls etc. The budget appropriations 
for the two outer years are indicative allocations based on the departmental business 
plans as informed by the IDP and will be reviewed on an annual basis to assess the 
relevance of the expenditure in relation to the strategic objectives and service delivery 
imperatives of the Municipality. 

5. The capital programme is funded from Capital Grants and Transfers, Borrowings and 
Internally generated funds including investments. For 2019/20, Capital Transfers 
amounts to R21.7 million and escalates to R22.7 million by 2020/21 and R24.2 
million for 2021/22 in the MTREF. Internal generated funds to cover a shortfall in 
capital budget will be R44 million. The internal generated funds will arises from 
investments and own revenue in the statement of financial perfonnance. 
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Explanatory notes to Table A6 - Budgeted Financial Position 


1. This format of presenting the statement of financial position is aligned to GRAP1, 
which is generally aligned to the international version which presents Assets less 
Liabilities as “accounting” Community Wealth. The order of items within each group 
illustrates items in order of liquidity; i.e. assets readily converted to cash, or liabilities 
immediately required to be met from cash, appear first. 

2. Supporting table SA3 providing a detailed analysis of the major components of a 
number of items, including: call on investment deposits, Consumer debtors, Property, 
Plant and Equipment, Trade and Other Payables, Provision for Non-Current and 
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Current Liabilities, Change in net assets and Reserves. 

3. The Municipal equivalent of Equity is Community Wealth. The justification is that 
ownership and the Net Assets of the Municipality belong to the community. 

These budget and planning assumptions form a critical link in determining the applicability 
and relevance of the budget as well as the determination of ratios and financial indicators. In 
addition the funding compliance assessment is informed directly by forecasting the statement 
of financial position. The municipality has no intention to borrow in the 2020/21 financial 
year. 



KZ7CS4 Dennftausef • Tabic A7 Bodyrted Cash Flows 




2T617 


arwa 




IXlayiT 


2252. 

1233 

S421 

>31X0 

21766 

1*12 


CASH F10WS FKM!M£S1NG ACTIVITIES 
Pfcoopts 

FVjitdiricalt/FFE 
Ctoaa»(tvnnr! r ruxuralfetm 
CttjoraCfcm*) nnaimranife 
Cieaswirmn) n rmartrtneAitrfc 

CvUSBt 


CASH FIOWS nTCMfTWACNG ACTIVITIES 
taapb 

SJirttrmtat 
BdTowjb^Wiri B ai; 
l-ccat Idoamrl r a mm dmat 
Ps»n*rtj 

F^agrmtiftcrawi; _ 


|iCTCASHFT)C»AFUgPi r.NaNCIM3AC7!MlES 


Explanatory notes to Table A7 - Budgeted Cash Flow Statement 


1. The budgeted cash flow statement is the first measurement in determining if 
the budget is funded. 

2. It shows the expected level of cash in-flow versus cash out-flow that is likely 
to result from the implementation of the budget. 
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3. The approved 2019/20 MTREF provide for net increase in cash of R20 million, 
this includes borrowings amounting to R24 million from DBSA. For the outer 
years cash and cash equivalents at year end decrease by R3.8 Million and 
R2.5 million respectively. 

4. The 2019/20 MTREF has been informed by the planning principle of ensuring 
adequate cash reserves over the medium-term. 

5. Cash and cash equivalents totals R22 million as at the end of the 2019/20 
financial year and decrease to R19.1 million by 2020/21 and R16.6 million on 
the 2021/22. 


KZN254 Dannhauser - Table A8 Cash backed reserves/feccunrulated surplus reconciliation 
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Explanatory notes to Table A8 - Cash Backed Reserves/Accumulated Surplus 
Reconciliation 

1. The cash backed reserves/accumulated surplus reconciliation is aligned to the 
requirements of MFMA Circular 42 - Funding a Municipal Budget. 

2. In essence the table evaluates the funding levels of the budget by firstly forecasting 
the cash and investments at year end and secondly reconciling the available funding to 
the liabilities/commitments that exist. 

3. The outcome of this exercise would either be a surplus or deficit. A deficit would 
indicate that the applications exceed the cash and investments available and would be 
indicative of non-compliance with the MFMA requirements that the municipality’s 
budget must be “funded”. 

4. Non-compliance with section 18 of the MFMA is assumed because a shortfall would 

indirectly indicate that the annual budget is not appropriately funded. 

From the table it can be seen that for the period 2018/19 the municipality has R52 
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5. 
































million as surplus and escalate to R57 million to R59.1 million over the outer years. 

6. Considering the requirements of section 18 of the MFMA, it can be concluded that the 
adopted 2019/20 draft MTREF is properly funded. 

7. As part of the budgeting and planning guidelines that infonned the compilation of the 
2019/20 MTREF the end objective of the medium-term framework was to ensure the 
budget is funded aligned to section 18 of the MFMA. 
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Explanatory notes to Table A9 - Asset Management 

1. Table A9 provides an overview of municipal capital allocations to building new 
assets and the renewal of assets, as well as spending on repairs and 
maintenance by asset class. 

2. It also present the assets register summary. 

3. The Assets register must reconcile to Budgeted Financial Position written 
down value 

4. The budgeted asset was prepared on the basis that assets will increase over 
the medium term due to capital expenditure less accumulated depreciation for 
assets. 
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PART2- SUPPORTING DOCUMENTATION 


2.1 . Overview of Annual Budget Process 


a) The Accounting Officer with the assistance of the Chief Financial Officer and the 
manager responsible for IDP shall draft the IDP process plan as well as the budget 
timetable for the municipality for the ensuing financial year. 

b) The Mayor shall table the IDP process plan as well as the budget timetable to Council by 
31 August each year for approval (10 months before the start of the next budget year). 

c) The IDP process plan as well as the budget timetable shall indicate the key deadlines for 
the review of the IDP as well as the preparation of the medium term revenue and 
expenditure framework budget and the revision of the annual budget. Such target dates 
shall follow the prescriptions of the Municipal Finance Management Act as well as the 
guidelines set by National Treasury. 

d) The Mayor shall convene a strategic workshop in September/October with the other 
councillors and senior managers in order to determine the IDP priorities which will form 
the basis for the preparation of the MTREF budget taking into account the financial and 
political pressures facing the municipality. 

e) The Chief Financial Officer and senior managers undertake the technical preparation of 
the budget. 

f) The Mayor shall table the draft IDP and draft MTREF budget to council at least 90 days 
before the start of the new budget year, together with the draft resolutions on approval of 
the budget and municipal tariffs and taxes, budget related policies (policies on tariff 
setting, property rates, credit control, debt collection, indigents, investment and cash 
management, borrowings, etc.) and any document as may be prescribed. 

g) The budget must be in the prescribed format and must be divided into capital and 
operating budgets. The prescribed format of the budget must capture the projected 
revenue and expenditure for the two financial years following the budget year, the 
estimated revenue and expenditure for the current year and the actual (audited) revenue 
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and expenditure for the preceding financial years as per prescription by National 
Treasury. 

h) The budget must reflect the realistically expected revenues by major source and 
appropriate expenditure under the different votes for the budget year concerned. 

2.2. Overview of budget assumption. 

The budget is prepared on the going concern basis which assume that this municipality will 
continue to provide services for the foreseeable future. Historical infonnation and result play 
an important role in drafting the budget. 

2.3 Overview of Budget Funding 

1.2.1. In accordance with the provisions of Section 18(1) of the MFMA, an annual budget 
may be funded only from: 


a. Realistically anticipated revenues to be collected; 

b. Cash-backed accumulated funds from previous years’ surpluses not committed for other 
purposes; 

c. Borrowed funds, but only for capital projects. 


1.2.2 Realistically anticipated revenues to be received from national or provincial 
government, national or public entities, other municipalities, municipal entities, donors or any 
other source may be included in an annual budget only if there is acceptable documentation 
that guarantees the funds, as provided by Regulation 10 (2) of the Municipal Budget and 
Reporting Regulations 
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KZN2S4 Oamhauser Supporting Table SAT8 Transfers and grant receipts 
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The above table depict budget receipt on grants programme. 


2.4. Allocations and grants made by the Municipality 


The municipality only made grant of free basic electricity to group of individuals registered 
as indigent. That indigent register with beneficiaries is submitted by ESKOM to the 
municipality. 

KZN254 Dannhauser - Table A4 budgeted Financial Performance (revenue and expenditure) 


Description 

Adjusted Budge 

Budget Year 

Budget Year 

Budget Year 


106 

2019/20 

' + 1 2019/20 

r + 2 2021/22 

Revenue By Source 

R 

R 

R 

R 

Total Revenue (excluding capital 
transfers and contributions) 

126,194,000 

142,125,000 

143,546,000 

144,981,000 

Total Operating Expenditure 

78,251,000 

122,994,000 

124,224,000 

125,467,000 

Surplus (Deficit) 

94,066,000 

19,131,000 

19,322,000 

19,514,000 

Total Capital Expenditure 

82,218,000 

90,561,000 

91,467,000 

92,381,000 


Total Operating Revenue has increased by 13 percent or R16 million for the 2019/20 
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financial year when compared to the 2018/19 adjustment budget. For the two outer years, 
operational revenue will increase by 1 percent respectively, equating to a total revenue 
growth of R2.8 million over the MTREF when compared to the 2019/20 financial year. 


Total operating expenditure for the 2019/20 financial year have been appropriated at R122.9 
million and result in a budgeted surplus of R10.1 million. When compared to the 2018/19 
adjustment budget, operational expenditure have decrease by 2 percent in 2019/20 and the 
outer years increased by 1 percent respectively. The operating surplus for the two outer years 
increased to R19.3 million and R19.5 respectively. A cash backed portion of this surplus will 
be used to fund capital expenditure over these years. 


The capital expenditure in 2019/20 financial year has increased by 10 percent or R8.3 million 
when compared to the 2018/19 adjustment budget. There is a slight difference between 
capital expenditure on new assets and capital expenditure on repair and upgrade of existing 
infrastructure which has deteriorated over years. Capital expenditure reflect an increase of 
over the outer years. The other portion of the capital expenditure will be funded internally by 
the surplus reflected on the statement of financial performance. 
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